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ANNUAL REPORT 
1974 


—a diversified natural resources 
company, active from coast to Coast on 
behalf of 13,000 shareholders. 


TECK CORPORATION 


MINING OIL AND GAS PRODUCING INVESTMENTS EXPLORATION & DEVELOPMENT 


Teck operates silver mines in British Teck produces oil and gas from fields Teck holds 25% of Madeleine Mines Teck is active in exploration and is 
Columbia and Ontario and a gold mine in Saskatchewan, Alberta and Mani- Ltd. and 5% of Mattagami Lake Mines developing new mines in Newfound- 
in Quebec. toba. Ltd., eastern Canadian base metal pro- land and Quebec. 

1974 sales $12,783,000 1974 sales $4,259,000 ducers. 

1974 profit $ 3,821,000 1974 profit $3,131,000 1974 income $2,594,000 


Page 1 


CONTENTS HIGHLIGHTS 


FINANCIAL . 
Report to Shareholders e Cash flow record $6,278,000 or 92¢ per share. 
2 Ordinary earnings pre-equity $4,844,000 or 71¢ per share. 
Direct d Off ; 
Ho SS Ea a5 Ordinary earnings equity-accounted $4,109,000 or 60¢ per share. 
MINING 
Record profit of $3,821,000. 
Production Data @ Two new mines under construction. 
Financial OIL & GAS 
e Increased oil and gas reserves. 
New gas field being developed in Alberta. 
F TAXATION 
The annual meeting of Shareholders will be ne 
rite eae a iiecemmbotel Vancouver. e New taxes threaten industty’s reproductive capacity. 
British Columbia on Wednesday, February 19, e Teck’s royalty and mining tax up 400% to $2.9 million or 42¢ per 
1975 at 11:00 a.m. (Vancouver time). share, before normal income taxes. 


Page 2 


Report to the Shareholders 


Itis a pleasure to present the eleventh annual report of 
Teck Corporation. 1974 again saw record earnings, as 
well as the start of construction on two new mines under 
Teck management. Unfortunately, while our internal 
progress was Satisfying, it is discouraging to note that it 
coincides with a time when external forces, including 
revolutionary tax policies and general economic uncer- 
tainty, threaten the health of the resources industry as a 
whole. 

Net ordinary earnings from operations and invest- 
ments increased from $2,962,000 (43¢ per share) to 
$4,844,000 or 71¢ per share, expressed on a basis com- 
parable with previous years. Beginning this year the 
company is also reporting earnings on an equity account- 
ing basis, showing Teck’s equity in the gains or losses of 
effectively controlled companies. Ordinary earnings after 
equity accounting were $4,109,000 or 60¢ per share. 
Cash flow after exploration, administration and interest 
expenses was also at an all time high of $6,278,000 or 
92¢ per share, compared with $3,731,000 or 55¢ per 
share last year. 

The improved profit performance was primarily a 
result of better metal prices, both for our own operations 
and for our major operating investments. This was timely 
after several years of low metal prices. 

Our ability to begin construction of two new mines 
was the result of extensive exploration and development 
efforts in earlier years. This included four years of drilling, 
underground examination, pilot plant work, and market- 
ing studies on the St. Honoré columbium project, anda 
successful exploration programme at Newfoundland 
Zinc last year. 

This year’s advanced exploration and development 
efforts were concentrated on engineering and pilot plant 
studies for the Afton project. Given suitable conditions, 
this is expected to become an important producer of 
copper. Plans were also underway to expand our natural 


gas production through development of gas reserves in 
the Bantry area of Alberta. Installation of the initial gather- 
ing lines and compressors is in progress, and it is antici- 
pated that this gas should start reaching market early in 
175: 

The outlook for the next fiscal year is for somewhat 
lower income from existing producing units. Combined 
oil and gas production should not change materially, but 
the pricing structure is difficult to forecast. Gold prices are 
strong but are also difficult to predict. The price of silver is 
expected to be somewhat lower and that of copper, 
which affects our investment income, is also expected to 
be substantially lower than the average for 1974. Initial 
production from Newfoundland Zinc could offset this to 
some extent late in the fiscal year, and should make a full 
year’s contribution to earnings in the following period. 

The outlook for the natural resources industry as a 
whole is still unclear. In the last year, it has been sub- 
jected to major new tax onslaughts from several fronts, 
despite the fact that the 1972 tax increases had not yet 
fully worked their way into the system. The new taxes 
began at the provincial level, combining a desire for 
greater revenue and for greater bureaucratic control. The 
Federal government found it necessary to retaliate and, 
by disallowing deductibility of royalties for tax purposes, 
it subjected producers to double taxation. 

The ‘‘tax structure” is still evolving, and it is probable 
that some of its worst aspects will be eliminated in due 
course. It may take years, however, to correct the intangi- 
ble damage that has been done, particularly in the area of 
confidence. Miners and oilmen are accustomed to deal- 
ing with the uncertainty of geology and economic condi- 
tions. These they can handle professionally. What is dif- 
ficult to contend with is the knowledge that governments 
are now prone to change the rules after all the normal 
risks have been taken and overcome. In our opinion such 
retroactive legislation is both improper and short-sighted. 

The contribution both industries are making now is 
the result of exploration and construction decisions made 


a decade ago. The contribution they will make in the 
future depends upon the extent to which people today are 
willing to drill ever-riskier petroleum and mineral pros- 
pects and construct ever-costlier production facilities. 
Men will only do this if they have confidence in the 
fairness and stability of the tax and other legislative 
ground rules. At this stage, that confidence has been 
eroded badly, and Canadians should insist that their 
elected representatives begin promptly to rebuild it. 


On behalf of the Board, 
ne ee 


Vancouver, B.C. President 


January 10, 1975 
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MINING 


1974 1973 
Sales Revenue ........... $12,783,000 $9,694,000 
Operating Profit.....-.... $ 3,821,000 $2,556,000 
OPERATIONS 


Teck produces gold and silver, with minor amounts of 
by-product zinc and cadmium, from three mines: the 
Lamaque gold mine at Val D’Or, Quebec, the Silverfields 
silver mine near Cobalt,Ontario,and the Beaverdell silver 
mine near Kelowna, British Columbia. Teck employs 
over 500 people directly at these mines, which contribute 
to the employment of many other Canadians through the 
purchase of supplies and services. 


GOLD 


The Lamaque Mine has produced over 4,000,000 ounces 
of gold since it began production 39 years ago. Output in 
1974 was 55,850 ounces from milling of 527,040 tons of 
ore with an average grade of 0.113 ounces per ton. Com- 
parable figures for the previous year are 63,117 ounces 
from 598,120 tons at 0.113 ounces of gold per ton. 

Sales revenue was $7,894,000 and net income 
$1,554,000 up from $5,659,000 and $836,000 in 1973. 
The average price of gold increased from $90 to $141 per 
ounce. 

Cost escalation has been a serious problem for the 
mining industry in the past year. The cost of materials and 
supplies has increased significantly. With higher gold 
prices, it is finally possible to be competitive with base 
metal wage rates but, while this has improved the availa- 
bility of skilled labour, it has also added materially to the 
production cost per ounce. Expenditures on mine explo- 


ration, curtailed in recent years because of the cost-price 
squeeze in the gold industry, have been resumed. The net 
effect was an increase in the operating cost from $7.83 to 
$11.82 per ton and from $74 to $112 per ounce over the 
year. 

Because only limited exploration was possible over 
the past few years, ore reserves have declined to 470,000 
tons grading 0.15 ounces per ton. Exploration near the 
northern edge of the property produced some encour- 
agement this year. Three new high grade veins have now 
been outlined at the 1,500 foot level, 2,000 feet north of 
the main shaft, and mining in this area is proceeding at the 
rate of about 3,000 tons per month. Surface drilling has 
encountered similar veins at shallower levels, and con- 
siderable emphasis is being placed on exploration be- 
tween this area and the old No. 2 mine, closed in 1956. 

Lamaque’s mill presently contains excess Capacity, 
and consideration is being given to milling gold ore from 
other properties in the area, either by participating in 
development of new mines, or on a custom basis. The 
company is also exploring a new gold prospect of its own 
several miles from the original mine. 


SILVER 


Silverfields’ tenth year again saw record production de- 
spite a two-week, mid-contract work stoppage in May. 
Silver production was down from 1,368,000 to 815,000 
ounces, but sales revenue increased from $2,871,000 to 
$3,233,000, and net operating income was up from 
$1,376,000 to $1,611,000. The average price received 
for silver rose from $2.24 to $3.75 per ounce. 
Indicated reserves at year end were 324,700 tons 
grading 11.1 ounces per ton, compared with 364,200 
tons grading 13.0 ounces last year. Broken reserves were 
159,400 tons at a grade of 10.7 ounces per ton. 


Silverfields’ output consists of a flotation concentrate 
containing about 40% of the silver produced, and a table 
concentrate, which is partially processed to bullion and 
sold separately. Because the flotation portion contains 
elements which are deleterious to some pyrometallurgi- 
cal smelters, research continued into hydrometallurgical 
alternatives. It is likely that such a facility will be put into 
operation in the Cobalt area this year, either by Silver- 
fields or by a custom processing Company. 

Beaverdell has produced 17,850,000 ounces of silver 
since it began production in 1936. However, the nature 
of the mine is such that it is difficult to outline ore reserves 
much ahead of mining, and a considerable proportion of 
the cost of production is in exploratory and development 
mining. With improved silver prices, it has been possible 
to mine lower grade areas in an attempt to extend mine 
life. The average grade of ore mined was 18.2 ounces of 
silver per ton in 1972, 14.5 ounces in 1973 and 11.2 
ounces of silver this year. Despite this decline in grade, 
sales revenue was up from $1,164,000 to $1,656,000 
and operating earnings increased from $344,000 in 1973 
to $656,000 this year. This includes three months’ pro- 
duction stockpiled because of the strike at the Trail smel- 
ter and recorded at a price of $3.73 per ounce. This strike 
has now been settled and shipments have been resumed. 

Because Beaverdell is on Crown-Granted Mineral 
Claims itis not subject to the Mineral Royalties Act passed 
this year by the British Columbia government, but falls 
under the Mineral Land Tax Act. Indications are that the 
government intends to increase the tax rate next year so 
that the tax will equal that which would have been paid 
under the Royalties Act. 

The effect of such taxes on a small mine like Beaver- 
dell is destructive. With improved silver prices permitting 
inclusion of lower grade mineralization, Beaverdell, for 
the first time in its history, was able to block out sufficient 
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MINING 


ore reserves to foresee a mine life of five years in the 
future. Under the Royalties Act, though, it is necessary to 
pay a tax on the gross value of silver produced, regardless 
of operating cost. The effect is to eliminate the lower 
grade portion of these reserves. 

For example, even if the price of silver reached $6.00 
per ounce, the off the top cost of the royalties and super- 
royalties would eliminate 100,000 tons or almost three 
years worth of this ore, containing 550,000 ounces of 
silver. This would mean the elimination of over 
$3,000,000 in revenue, by far the largest proportion of 
which would have been used to pay wages and purchase 
supplies. 

Representations are being made to the government to 
modify this situation, which clearly seems to be more 
severe than intended. 


NEW MINES IN CONSTRUCTION 


Teck began construction of two new mines during 1974, 
a zinc project in Newfoundland and a columbium project 
in Quebec. 


ZINC 


In June, plans were announced for a new zinc mine near 
Daniel’s Harbour on the northwest coast of Newfound- 
land. Construction began immediately, and the mine is 
expected to be in production towards the end of 1975. 
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Teck holds a 63.4% interest in the project and is the 
operator. 

The mine and mill will have a rated capacity of 1,500 
tons per day, capable of producing concentrate contain- 
ing 80,000,000 pounds per year of zinc metal. The cost to 
bring it into production, exclusive of prior exploration 
and development expenses, is expected to be approxi- 
mately $18,000,000, with the funds being provided by a 
Canadian bank. The mine will create 140 jobs directly 
and, through the multiplier effect on suppliers and service 
organizations, contribute to substantial additional em- 
ployment in Newfoundland and elsewhere in Canada. 

Mining will be principally by trackless methods with 
access provided by a decline, although some ore will be 
available for open pit mining. Milling will be by conven- 
tional flotation methods and is expected to produce a 
concentrate grading more than 62% zinc with a recovery 
of 95%. The concentrate will be trucked 45 miles to 
Hawkes Bay, a port which is generally free of ice 8 
months of the year, and shipped from there to zinc re- 
fineries. Teck’s 63.4% share of the output will be treated 
in Canada. 

Mineable ore reserves outlined to date are 4,400,000 
tons grading 8.8% zinc. Geological potential for expan- 
sion is considered to be good. 

Teck’s equity in the project includes 47.6% held as a 
direct working interest and 15.8% held indirectly through 
Newfoundland Zinc Mines Ltd., a Teck subsidiary which 
has a 25% carried interest in the mine. 


MINING 


COLUMBIUM 


Construction of anew columbium mine near Chicoutimi, 
Quebec began in the spring of 1974. The project is being 
developed by Niobec Inc., a new company in which 
Soquem — a Quebec Crown Corporation — holds 50%, 
Copperfields Mining Corporation 25% and Teck 25%. 
Through its shareholding in Copperfields, Teck’s direct 
and indirect interest is 32% and it is providing operating 
management for the venture. 

The mine is being developed by means of a 950 foot 
shaft, with a primary crusher to be established at the 750 
foot level. Main haulage will be on the 600 foot level, 
with mining to be by blasthole stoping methods. Milling 
will involve several stages of flotation, followed by acid 
leaching to clean the columbium-bearing pyrochlore 
concentrate. Concentrate will be sold to customers in 
Europe, Japan and North America under contracts which 
cover 95% of the planned output of 5,500,000 pounds 
per year of contained columbium oxide. 

The construction and development cost is now ex- 
pected to be approximately $18,400,000, with comple- 

-tion in early 1976. Financing includes $8,900,000 in 
project loans from two Canadian banks, $3,000,000 from 
a customer, $1,500,000 from a Federal Government 
grant, and the balance from the sponsors. 

Mineable reserves, outlined by definition drilling for 
the purpose of immediate mine planning, have been 
established at 8,500,000 tons grading 0.72% columbium 
oxide. Geological reserves indicated by more widely 
spaced drilling are considerably higher. 


OTHER PROJECTS 


Teck has an interest in two copper projects on which 
feasibility studies were in progress during the year; the 
Afton deposit in British Columbia and Silver Standard’s 
Minto copper deposit in the Yukon Territory. 


COPPER 


The Afton project involves a planned open pit copper 
mine several miles west of Kamloops. Mill capacity is to 
be 7,000 tons per day, with annual output to be 
50,000,000 pounds of copper. Open pit ore reserves are 
34 million tons grading 1.0% copper with a waste to ore 
ratio of 4.2 to one. 

Design of the mining and milling plants and estab- 
lishment of technical feasibility were completed during 
the year. Investigations into the possibility of further pro- 
cessing of the production within Canada were initiated, 
and these are continuing. 

Teck and its 49% affiliate, Iso Mines, have now ad- 
vised Afton Mines Ltd. of their intention to place the 
deposit into production as soon as reasonably and 
economically feasible. Financing and marketing negotia- 
tions are in progress and applications are being made to 
various government agencies for the necessary permits. 
It is not possible at this stage to establish a firm date for the 
start of construction and, since costs are escalating 
monthly, no definitive capital cost estimate will be made 
at this time. 


Teck held 870,300 shares of Afton Mines Ltd. at the 
fiscal year end, and has since received, under an explora- 
tion contract, 736,548 additional shares for a total of 
1,606,848 shares or 43% of that company. Including 
Teck’s equity in lso Mines Ltd., its net direct and indirect 
equity in Afton is now 55%. 

Teck also has an indirect interest in the Minto copper 
project in the Yukon Territory. This orebody, discovered 
last year by Silver Standard (Teck 20%) and Asarco, ap- 
pears capable of supporting a medium-sized open pit 
operation. Reserves in the discovery zone are estimated 
to be approximately 4,500,000 tons of 1.8% copper. The 
deposit extends onto adjoining claims held by another 
group of companies, and additional reserves are being 
outlined on that property. Work this year consisted of 
definition drilling on the main zone, exploratory drilling 
of other copper occurrences in the vicinity,and concep- 
tual mine planning. 

Silver Standard and Asarco each have a 50% interest 
in the project, with Asarco having the right to increase its 
interest to 60% if it provides all of the development 
financing. 


MISCELLANEOUS 


Teck has interests in a number of other mineral projects in 
various stages of study. Many of these are held through 
shareholdings in affiliated companies for which Teck is 
providing financial and management assistance. 
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MINING 


In coal, Brameda Resources (Teck 47%) is the disco- 
verer and sponsor of the Sukunka coal project near Chet- 
wynd, British Columbia. Over 65,000,000 tons of 
medium volatile, low sulphur coking coal of excellent 
quality have been outlined by drilling, followed by trial 
mining programmes to test underground operating condi- 
tions. The project is under farmout to another company 
which may finance it to production and acquire a 60% 
equity, with Brameda retaining 40%. Brameda and Teck 
were also exploring other coal prospects in the area, 
although no work was done this year because of delays in 
renewal of the exploration licences. 


Teck has interests in several large tonnage, low grade 
copper-molybdenum deposits through shareholdings in 
affiliated companies. The Highmont and Schaft Creek 
projects are in British Columbia and their near term via- 
bility is uncertain because of recent Federal and Provin- 
cial moves in mining taxation. The Casino project in the 
Yukon does not have these tax problems, but suffers from 
the difficulty in establishing precise capital and operating 
costs for a low grade mine in such a remote area. Each of 
these deposits is expected to become a viable mine in due 
course but, in common with other similar large copper 
deposits with high costs and low profit margins, the tim- 
ing will depend upon the return of an economic climate 
in which long range planning can be undertaken with 
confidence. 

The Magusi zinc-copper deposit, discovered by af- 
filiated Iso Mines and Copperfields Mining Corporation 
in 1972, was sold to Noranda Mines after the fiscal year 
end. The property is close to other Noranda operations 
and had a relatively low priority for development within 
the Teck Group. Copperfields and Iso received a cash 
payment and retained a carried interest in the property. 
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Teck has a small share interest in Northair Mines Ltd., 
and a first refusal on financing of its gold prospect north of 
Squamish, British Columbia. 


EXPLORATION 


An extensive geological mapping and geochemical prog- 
ramme was carried out in northwestern Newfoundland, 
in the vicinity of the Daniel’s Harbour zinc deposit. 
Diamond drilling to follow up the results will be carried 
out continuously over the winter, and further work is 
planned for the next field season. 

Teck has a 25% interest in a syndicate carrying out a 
long-term programme to explore for base metals in Pre- 
cambrian greenstone belts in eastern Canada. The prim- 
ary exploration technique is airborne geophysical sur- 
veys, followed by a variety of secondary surveys on the 
ground and drilling. 

Exploration was carried out on a number of other 
properties in New Brunswick, Quebec, Ontario, the 
Yukon and the United States during the year. Follow-up is 
planned on a gold prospect in Quebec, a base metal 
prospect in New Brunswick and in the Yukon during the 
next year. 

Teck also participates in exploration through spon- 
sorship of Silver Standard Mines Ltd. In addition to de- 
velopment work on the Minto copper project mentioned 
earlier, Silver Standard conducted exploration on a gold 
prospect in Nevada and on a number of properties else- 
where in the United States, the Yukon, the Northwest 
Territories and British Columbia. 

As a result of geothermal steam exploration carried 
out in the 1960's, Teck holds an 8% % royalty interest ina 
400 acre property at the Geysers, California. The demand 


for new energy sources in the United States has created 
renewed interest in geothermal power, particularly in the 
Geysers area which has been in production since 1960. 
One well drilled on the Teck property has encountered 
steam in potentially commercial quantities, and further 
drilling is anticipated. 

The time when it will be economic to mine metals 
from the ocean floor is getting closer, although there are 
still technological problems and questions of interna- 
tional law to be resolved. Teck is participating in a syndi- 
cate testing dredging techniques for recovery of deep sea 
manganese nodules containing nickel, cobalt and cop- 
per, and is also carrying out research on other possible 
metal sources in the oceans. 


OIL AND GAS 


1974 1973 
Value. Produced ts... 2.02. $10,275,000 $ 4,467,000 
ROVvalt Gcseeneaoraet. eanae 2,516,000 437,000 
Export Tax (estimated). .... 3,500,000 a 
Net Revenue ............ 4,259,000 4,030,000 
Operating Profit......%.. Br lSIF 000 2,935,000 
OPERATIONS 


Teck produced 1,148,890 barrels of oil and 649,504 mcf 
of natural gas in 1974, compared with 1,240,418 barrels 
and 730,303 mcf the previous year. Average daily pro- 
duction, converting gas to oil at 10 mcf per barrel for 
convenience was 3,348 barrels. 

The value of oil and gas produced increased substan- 
tially with higher world prices for energy materials. As 
indicated by the chart in last year’s annual report, the 
price of oil had been held too low for too long. An 
increase was overdue, both to adjust for the declining 
value of the dollar and to provide funds for ever-riskier 
exploration to establish new reserves. 

Most of the increased value went for higher provincial 
royalties and the new Federal Export Tax, the latter esti- 
mated to have amounted to over $3,500,000. Provincial 
royalties increased from $437,000 to $2,516,000. The 
net revenue to Teck remained essentially constant at 
$4,259,000. 

Petroleum reserves at the year end were calculated by 
Reid, Crowther and Partners Ltd. at 11,900,000 barrels of 
net recoverable crude oil and 87,308,000 mcf of net 
recoverable gas, compared with 11,465,000 barrels of oil 
and 60,640,000 mcf of gas last year. These estimates of 
reserves are classified as proven and probable, with the 
exception of 27,000,000 mcf of gas reserves not yet 
committed to market. 


NEW GAS PRODUCTION 


Over the past several years Teck and partners have been 
exploring for natural gas in the Bantry — Tide Lake areas 
southeast of Calgary. Teck’s net recoverable gas reserves 
in this area are now estimated to be 61.8 billion cubic 
feet. 

Development plans have been slowed somewhat by 
the uncertain tax and royalty situation, but negotiations to 
form two producing units are now in progress. Teck’s 
share of the capital cost of additional wells, gathering 
lines and compression equipment for the first unit is 
expected to be approximately $700,000, increasing our 
natural gas production by about 1.3 billion cubic feet per 
year. Construction should be completed over the next 
two years, with some increase in gas sales occurring in 
fiscal 1975. Under the recent Alberta regulations, this is 
treated as ‘‘new gas”’ for the purpose of establishing the 
royalty rate. 


DEVELOPMENT DRILLING 


Teck participated directly in 11 development wells dur- 
ing the year; 3 in Alberta and 8 in Saskatchewan. Two of 
the 3 Alberta wells were completed as gas wells in the 
Pelican-Athabasca area. All of the Saskatchewan wells 
were completed as oil wells. 

In addition, 3 development wells were drilled at no 
cost to Teck on farmout lands. One near Lanaway, Al- 
berta was completed as a gas well, with 2 oil wells being 
completed in the Steelman field in Saskatchewan. 
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OIL AND GAS 


EXPLORATION 


In exploratory drilling, Teck participated directly in 31 
wells, including 27 in Alberta, 1 in Saskatchewan, 1 in 
British Columbia and 2 in North Dakota. Of the Alberta 
drilling, 14 resulted in Pelican-Athabasca gas wells, 1 a 
gas well near Paddle River, and 12 were dry holes. 
Another well drilled just after the year end resulted in a 
gas discovery at Retlaw, Alberta. This well also encoun- 
tered oil in a separate Lower Cretaceous zone, but addi- 
tional drilling will be required to see if the oil pool is of 
commercial size. 

The exploratory well near Ratcliffe, Saskatchewan 
was completed as an oil well, while the British Columbia 
test was dry and abandoned. One of the two North 
Dakota tests resulted in an oil well which has been 
capped pending further development in the area. A third 
North Dakota well drilled on a separate prospect just after 
the fiscal year end resulted in a flowing oil discovery. 

Teck has an interest in a gas well completed in 
November, 1974 in the Rigel area, 35 miles north of Fort 
St. John, British Columbia. The well encountered 50’ of 
sand in the Buick Creek Formation, recording a stabilized 
flow rate of 5.5 million cubic feet per day on drill stem 
test. Teck has an 18.8% interest in the spacing unit drilled 
and has earned a 9.4% interest in a further 3,000 acres as 
a result of this test. The group has also purchased an 
additional 1400 acres at a Provincial land sale following 
the discovery. 

Three additional exploratory wells were drilled on or 
near Teck lands as a result of farmout arrangements. One 
in British Columbia was dry and, of two in Alberta, one in 
the Lanaway area was capped as an oil well. 
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An 800,000 acre portion of Teck’s (50%) onshore 
holdings in England’s Severn Basin was farmed out to 
Shell (U.K.) Limited during the year. Shell carried out 
additional seismic surveys during the summer and is ex- 
pected to begin drilling an exploratory well before June, 
1975. Upon drilling 3 wells, Shell will earn a 50% work- 
ing interest in the land block. Teck also holds a 33% 
interest in two other licences in the area which are not 
subject to the farmout. 

Offshore in England, Teck holds a 16.3% interest ina 
64,000 acre production licence in the Celtic Basin. Seis- 
mic evidence indicates the probability of a structure 
under the block, but plans are to assemble further data 
before reaching a drilling decision. 

Teck has a 10% interest in a multi-well programme on 
185,000 acres in North Dakota. Thirteen wells will be 
drilled in 1975 following the two put down in 1974. 

A total of $1,900,000 has now been invested by far- 
mee companies in exploratory geophysical and geologi- 
cal operations on Teck’s (25%) Mackenzie Delta hold- 
ings. One of these was expected to commit to a well this 
year, but was given a further year to June, 1975 in order to 
conduct additional seismic surveys. 

Teck has a 20% interest in 3,251,000 acres and 33% 
in 234,000 acres in northern Hudson Bay. All of this is 
under a Federal Government exploration moratorium 
pending completion of ecological studies, and an appli- 
cation for 33% of a further 2,000,000 acre permit is still 


pending. 


PRODUCTION DATA 


OIL (barrels) 


Steelman, Sask. 
Cullen, Sask. 
Medicine River, Alta. 
Virden, Man. 
Miscellaneous 


Illinois, U.S.A. 


NATURAL GAS (mcf) 


West Provost, Alta. 
Medicine River, Alta. 
Huxley, Alta. 


LAMAQUE (gold) 


Tons milled 

Grade (oz. gold) 
Recovery (%) 
Production (oz. gold) 
Operating cost per ton 


SILVERFIELDS (silver) 


Tons milled 

Grade (oz. silver) 
Recovery (%) 
Production (oz. silver) 
Operating cost per ton 


BEAVERDELL (silver) 


Tons milled 

Grade (oz. silver) 
Recovery (%) 
Production (oz. silver) 
Operating cost per ton 


1974 


936,246 
66,112 
47,700 
41,120 


SZ 712 


1,148,890 


494,747 
12,947 


81,840 


649,504 


527,040 
0.113 
oa 
55,850 
$11.82 


1973 1972 
1,023,836 1,164,584 
58,671 66,829 
56,582 35,820 
39,722 31,439 
_ 61607 54/093 
1,240,418 1;352;765 
537 167 549,840 
137,428 38,014 
55,688 16,182 
730,303 604,036 
598,120 768,820 
OSES 0.114 
93.4 93.3 
63,117 81,815 
$7.83 $5.26 
96,016 75,607 
14.7 18.2 
96.7 96.8 
A367 756 1:326;510 
$12.29 $13.06 
37,316 37,092 
14.5 18.2 
Ae, 91.8 
497,201 676,363 
$20.26 $19.40 


1971 1970 
1,245,193. 4,274,693 
A BY fe 74 71,226 
37 873 38,532 
35,262 44,083 
59,747 44,934 
1,449,807 1,473,468 
286,564 418,450 
511,080 408,319 
511,080 408,319 
777,920 787,390 
0.114 0.131 
I3.3 332 
965197 92,917, 
$4.95 $4.99 
76,123 80,725 
14.9 1322 
96.7 96.6 
13112,0527 2" 1,108,029 
$14.10 $13.10 
18,454 14,857 
14.1 14.0 
O12 91.0 
289,958 189,853 
$20.97 $42.38 
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1974 1973 CASH FLOW 

BLS. CENCE ep es $19,558,000 $14,161,000 Cash flow before non-cash write-offs was $6,278,000 or 
XOVSLULES tayel IN Weliel ENG 2 ia 2,875,000 718,000 92¢ per share, compared with $3,731,000 or 55¢ per 
Net Sal share in 1973. This includes cash earnings from opera- 
BUSS PEVCMUE sd.) ae eka Clue ce ee ee 17,042,000 1oh7247 O00 tions and investments, less exploration, taxes, royalties, 

Operating profit from petroleum production ............ 3,131,000 2,935,000 interest and administrative Costs. 

Operating profit from mining production ............... 3,821,000 2,556,000 TAXES 
fire Ome MITC OMNIG Mr ee Pa ce ks Maw Pac a we 2,594,000 697,000 Royalties and provincial mining taxes paid during the 
romaniyccarmines historical... 6.26 ccs. ck cece cece. 4,844,000 2,962,000 year were $2,875,000 (up from $718,000 last year). In- 
h o come taxes provided for amounted to $1,060,000 
Oo NE at at \¢ A3¢ ($682,000 last year). Total royalties, provincial mining 
Ordinary earnings — equity accounting................ 4,109,000 1,866,000 taxes and income taxes charged to earnings were 
é $3,935,000 or 58¢ per share. The income taxes were 
— Per share 02.60... ieee eee eee 60¢ 27¢ deferred as a result of accumulated expenditures on ex- 
ploration, development and new mine construction. 
EARNINGS EXPANSION FINANCING 


Net ordinary earnings were at a record level, both under 
historical accounting practice and under the equity ac- 
counting method now required by the Canadian Institute 
of Chartered Accountants. 

On a basis comparable with that of previous years, 
earnings before extraordinary items were $4,844,000 or 
71¢ per share, compared with 43¢ per share last year. 
Extraordinary items would have reduced this by 
$116,000 to $4,728,000 or 69¢ per share. 

The purpose of equity accounting is to show a parent 
company’s share of the earnings or losses in affiliated 
companies which are effectively controlled but are not 
consolidated subsidiaries. In practice, this generally in- 
cludes companies in which 20% - 49% of the issued 
shares are held. In Teck’s case, its principal affiliates are 
exploration and development companies which have not 
yet established income-producing operations. Such 
companies generally operate out of capital and report a 


book loss. 
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The effect of equity accounting Afton Mines, Brameda 
Resources, Highmont Mining Corporation, Iso Mines, 
Torwest Resources and miscellaneous minor holdings is 
to reduce Teck’s ordinary earnings by $735,000 to 
$4,109,000 or 60¢ per share. The majority of this, 
$533,000, occurs as an additional provision for deferred 
taxes. Net earnings after both equity accounting and ex- 
traordinary items were $3,899,000 or 57¢ per share. 

The effect of equity accounting on the previous year’s 
earnings was more substantial. Equity in the ordinary 
losses of effectively controlled companies was $292,000 
but the deferred tax provision added $804,000, for a total 
of $1,096,000. The result is to reduce ordinary 1973 
earnings of $2,962,000 or 43¢ per share on the historical 
basis to equity-accounted earnings of $1,866,000 or 27¢ 
per share. In addition extraordinary items included a 
heavy write-down of investments by Brameda Resources, 
leaving net 1973 earnings after equity accounting and 
extraordinary items at $879,000 or 13¢ per share. 


During the year, Teck arranged financing and began con- 
struction of two new mines: a columbium mine in 
Quebec and a zinc mine in Newfoundland. 

The columbium project is owned by Niobec Inc., a 
Quebec corporation, in which Teck has a 25% interest. 
The total estimated cost of the project is $18,400,000 of 
which $8,900,000 will be provided by Canadian banks, 
$3,000,000 by a customer and $1,500,000 through a 
Federal Government grant. The remainder of the cost is to 
be provided jointly by Teck and Soquem through the 
purchase of debentures of Niobec. 

In the case of the Newfoundland Zinc project, a 
Canadian bank has agreed to provide $17,000,000 of 
project financing on behalf of the sponsors, Teck Corpo- 
ration and Amax Zinc (Newfoundland) Limited. Teck and 
Amax are responsible for completion of the construction 
programme in proportion to their equity in the venture, 
63% and 37% respectively. The estimated cost to com- 
pletion is $18,000,000. 


FINANCIAL 


Net earnings before extraordinary items and equity 
accounting. The line shows the effect of equity 
accounting in 1973 and 1974. 


millions 
of 
dollars 


5 


70 71 te 73 74 


Net earnings per share before extraordinary items 
and equity accounting. The line shows the effect of 
equity accounting in 1973 and 1974. 


dollars 

per 

share 
.70 
.60 
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Market value of investments. There were no sig- 
nificant changes in the portfolio, but market value 
declined with generally weak markets at the end of 


1974. 


millions 
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FINANCIAL 


FINANCIAL POSITION 


Working capital increased from a restated $155,000 to 
$4,368,000 during the year. This includes $13,477,000 
in cash, concentrate in shipment, accounts receivable 
and marketable securities, less $9,109,000 in short term 
bank borrowing and accounts payable. In addition, Teck 
held shares of affiliated companies which were not in- 
cluded in working capital. 

A term loan of $4,500,000 was arranged during the 
year and in addition $1,500,000 of interim financing was 
obtained which will be replaced by long term financing 
for the Newfoundland Zinc project upon completion of 
the formal loan agreements. 

Significant expenditures during the year included 
$1,904,000 in exploration, development and construc- 
tion at Newfoundland Zinc; $1,750,000 to purchase a 
25% interest in Niobec Inc., and a further $946,000 to 
begin construction of its columbium mine; and 
$1,038,000 to purchase a 75% interest in Geophysical 
Engineering Ltd. 
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INVESTMENTS 


Teck has a substantial investment portfolio consisting of 
shares and debentures in other companies in the Cana- 
dicen natural resources industry. The market value of this 
portfolio on September 30, 1974, taking secured deben- 
tures at par value, was $27,449,000 or $4.03 per share, 
compared with $43,795,000 or $6.42 per share the pre- 
vious year. The reduction represents weaker stock market 
prices, the content of the portfolio not having changed 
materially during the year. 

The investments include shares in Madeleine Mines 
Ltd. and Mattagami Lake Mines Limited, both important 
base metal producers in which Teck was a founding 
member, as well as shares ina number of affiliated project 
development and exploration companies. A summary of 
the more important holdings follows. Of these, only Mat- 
tagami is treated as a marketable security in the balance 
sheet, with the remainder appearing as investments in 
affiliated companies. Afton, Brameda, Highmont, Iso, 
Torwest and Pickle Crow are equity accounted this year, 
while Newfoundland Zinc and Cariboo-Bell are consoli- 
dated as subsidiaries. 


MADELEINE MINES 


Teck held 1,151,176 shares (25%) of Madeleine Mines 
with a market value of $4,144,000 on September 30, 
1974. 

Madeleine operates a 2,400 ton per day copper mine 
near St. Anne des Monts in the Gaspé region in Quebec. 
Area Mines, then an affiliated exploration company and 
later merged with Teck, was co-discoverer of the 
Madeleine deposit in 1967. McIntyre Porcupine Mines 
Ltd. provided the senior financing to bring the mine into 
production, and this debt was retired in 1973. 

Teck earned $1,381,400 in dividends from 
Madeleine in fiscal 1974. 


MATTAGAMI LAKE MINES 


Teck held 665,200 shares (5%) of Mattagami with a mar- 
ket value of $9,313,000 on September 30, 1974. 

Teck participated in the exploration syndicate which 
discovered the original Mattagami deposit in northwest- 
ern Quebec in 1957. This is now operating as a 3,900 
tons per day base metal producer. Mattagami also has a 
60% equity in the Mattabi base metal mine, a 3,000 tons 
per day producer in western Ontario, and has an interest 
in several other orebodies in the vicinity. 

Canadian Electrolytic Zinc Ltd., a Mattagami sub- 
sidiary, operates a 145,000 tons per year electrolytic zinc 
refining plant and related fertilizer facilities near 
Montreal. This is being expanded to a capacity of 
220,000 tons per year and, upon completion in 1975, 
Mattagami’s equity will be 52%. 

Teck earned $715,100 in dividends from Mattagami 
in 1974. 


AFTON MINES 


Teck held 870,300 shares (33%) of Afton Mines Ltd. with 
a market value of $3,351,000 on September 30, 1974. An 
affiliate, lso Mines Ltd., held 468,703 shares (18%). After 
the fiscal year end, the two companies increased their 
holdings to 1,606,848 and 865,306 shares or 43% and 
23% respectively, under the terms of an exploration con- 
tract. 

Afton is an exploration company whose main interest 
is in a British Columbia copper project, described on 
page 7. Teck is providing management including en- 
gineering, marketing and financing assistance, and has 
indicated its intention to bring the deposit into production 
as a 7,000 tons per day copper mine as soon as 
reasonably and economically feasible. One of the factors 
requiring further clarification is the impact of Federal and 
Provincial taxes on the project. 
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BRAMEDA RESOURCES 


Teck held 4,624,368 shares (47%) of Brameda with a 
value at market prices on September 30, 1974 of 
$2,127,000. The company also held $2,300,000 in 
Brameda debentures. 

Brameda is a western Canadian exploration company 
whose principal interests are in the Sukunka coking coal 
and Casino copper, molybdenum projects, described on 
page 8. Brameda also has a 50% interest, through 
Consolidated Churchill Copper Corporation, in a 500 
tons per day copper mine in northern British Columbia. 
With improved copper prices, arrangements were made 
with a third party to re-open this mine after a two year 
closure in January 1974 but, with copper prices again 
having fallen and with the impact of recent royalty 
legislation, the prospect of any significant return from this 
operation is remote. 


COPPERFIELDS 


Teck held 1,743,400 shares (28%) of Copperfields Min- 
ing Corporation with a market value of $1,743,000 
on September 30, 1974. Copperfields operated the 
Temagami copper mine in northern Ontario for 17 years 
before its ore reserves were exhausted in 1971. The com- 
pany discovered the Magusi base metal deposit in north- 
western Quebec in 1972, jointly with Iso Mines. This was 
sold to Noranda Mines after the year end. Copperfields’ 
principal interests are 2,042,545 shares (30%) of Teck 
Corporation and a 25% equity in Niobec Inc., whose 
columbium deposit (page 7) is now being prepared for 
production. 


HIGHMONT 
Teck held 875,000 shares (22%) of Highmont Mining 


Corporation with a market value of $788,000 on Sep- 
tember 30, 1974. 

Highmont owns 55% of a copper, molybdenum de- 
posit in the Highland Valley district of British Columbia, 
with the remaining 45% being held directly by Teck 
Corporation. This is a large, low grade deposit upon 
which technical feasibility studies for a 25,000 ton per 
day operation have been completed, but present 
economic conditions are such that a production com- 
mitment is not anticipated in the near term. 


ISO MINES 


Teck held 1,825,028 shares (49.8%) of lso Mines Limited 
with a market value of $1,588,000 on September 30, 
1974. 

Iso is an exploration and development company 
whose principal interest is its investment in Afton Mines 
Ltd. This consisted of 468,703 shares (18%) on Sep- 
tember 30 and has since been increased to 865,306 
shares, or 23% of Afton. Since the fiscal year end, Iso 
disposed of 330,000 shares of Mattagami Lake Mines and 
its 50% equity in the Magusi properties for $5,732,500, 
with the proceeds being applied to reduce its bank loan. 


NEWFOUNDLAND ZINC 


Teck holds 63% of the issued shares of Newfoundland 
Zinc Mines Ltd., with the remainder held by Amax Inc. 
There is no quoted market for this investment. 
Newfoundland Zinc is an exploration company with 
extensive landholdings in northwestern Newfoundland. 
A 1500 tons per day zinc mine on a portion of these 
holdings is now being prepared for production (page 6) 
by Teck and Amax, which will hold 48% and 27% 
interest in the project directly. The remaining 25% will be 
retained by Newfoundland Zinc as a carried interest. 


SILVER STANDARD 


Teck held 1,306,666 shares or 19% of Silver Standard 
Mines Ltd. with a market value of $1,176,000 on Sep- 
tember 30, 1974. 

Silver Standard is an exploration Company active in 
western Canada and the United States. Its most important 
properties include the Minto copper deposit (page 8) 
Schaft Creek copper, molybdenum deposit, a large ton- 
nage-low grade project in northern British Columbia. It 
also has an interest in a new gold prospect being explored 
in Nevada. Teck has been sponsoring exploration by the 
company and has options to increase its equity through 
further exploration on Silver Standard properties and the 
purchase of treasury shares. 
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TECK CORPORATION LIMITED 


Consolidated Balance Sheet as at September 30, 1974 


2 i 


Assets 


Current Assets 
Cash 


Mortgage, debenture and loans receivable from 
an effectively controlled Company. o. 04 » «pales hosts @ tai) a eminent an te ee 


Marketable securities — at cost (quoted market value 
1974 —:$9,390,000e1973:—=$12 407,000) inotes:4 and 9) a7 sae ae eee eee ee ee 


Supplies:— at COSty. «pce s At we ee oem eee Cece 2 + sa Aner en eae eae dee 
Deposits and. prepaid.expenses a242..- coc. Hea ees As a2 tas ie nis on ee 


Investments in and Advances to Effectively Controlled Companies (notes 2 and 4) ............. 


Investments in and Advances to Related and Other Companies (notes 3 and 4)................ 
Property, Plant and Equipment 
Producing petroleum properties including well development expenditures — at cost, 
less accumulated depletion (1974 — $5,398,000; 1973 — $5,123,000) 
Non-producing petroleum properties — at cost, less amortization 
(1974 — $700,000; 1973 — $482,000) 


Mineral properties, rights and deferred costs — at cost less amortization 


Plant and equipment — at cost, less accumulated depreciation 
(1974 — $8,695,000; 1973 — $7,731,000) (note 10) 


1974 1973 
$ $ 
restated 
(note 1) 
227,000 97,000 

2,293,000 2,027,000 

1,835,000 1,204,000 

PA AV SV OLO)0) 

6,100,000 6,653,000 
679,000 440,000 
170,000 135,000 

13,477,000 10,556,000 
24,251,000 25,563,000 

8,845,000 6,052,000 

2,330,000 2,435,000 

2,065,000 1,653,000 

5,916,000 4,521,000 

3,716,000 1,805,000 

14,027,000 10,414,000 . 


60,600,000 


52,585,000 


SSS SSS SS ss Ss i 


Liabilities 1974 1973 
$ $ 
rer: restated 
Current Liabilities (note 1) 
Ee wen eA eC Se ary ANIC 4 Pk ots cle Sa. ee ee bers ee ee. So 5,522,000 8,280,000 
eemumo pavableand accrued Expenses ... 0. . odes pend. c oe ote ne ee he beck. 32 11,000 1,820,000 
ONTENTS SERS OCTET SRA i a ne ne 376,000 301,000 
9,109,000 10,401,000 
eTMU AKELOANSE MOLES E? 3 ANIGNA ) e205 «co cao ote oan ven, Be es Pe 6,000,000 222 72-000 
DEE CIELICO ETO CE recat lk ee. fa tS eg ee ee a se ee Rea ek he. 2,961,000 2,500,000 
PLeLEPOMNCOMERL AL Comer Ne ia re) By ten outa wn ae eg ey Re ees Mien Pe oc 4,500,000 3,440,000 
RUHtRICIR I EVBLUILG? CS UMP EMMI gerne Hy, 5 Signe. sah sees Mer sk EY Raney Oe Wide eee s BOs 1,646,000 1,487,000 
24,216,000 20,100,000 
Shareholders’ Equity 
Capital Stock (note 6) 
Authorized — 
7,500,000 Class ‘‘A’’ shares without nominal or par value 
17,500,000 Class ‘’B’’ shares without nominal or par value 
Issued and fully paid — 
Ea CM sees SII ALCS oot sot ie a wee ae ag ae MMR Se ene Ocoee ae tee 14,021,000 14,021,000 
RC eseGs GEG aca DemstiAl es cwrpa seb aitne vccia sn valeiess iS sije snes NANCE aaeh ak seas eels ccaelek a peoele 11,136,000 11,136,000 
6,817,259 25,157,000 25,157,000 
Reta iecne Anil 2oma et tere Seo ccs or Pi eds ole RB view + voor veapernasae Rien oe 6 ates liad glee alias 11,227,000 7,328,000 
36,384,000 32,485,000 
Signed on behalf of the Board 60,600,000 = 52,585,000 
Director 
Director 
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TECK CORPORATION LIMITED 


Consolidated Statement of 
Earnings for the Year ended 
September 30, 1974 
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Revenue from petroleum opera 


U0) 9 en ne ee eee een Pe Prin canis Avis gio 05 dio 


Revenuetrom: mining operatiGns® ...ctes acs seehaca bo uius acts oon men eae 2 oe ene 
Gross operating profit 
— Petroleum. Operations. sascce ad vane eae os FRO ee nk Gee eed eS ee 
== NUN: OPEFAtiONS’. fe cya kes ein ahead, Sv Se Rae ace ce 
lnvestmentand other income ..as.e24c24 veda nws he aetine.o® ake bee ee ee ee 
TELE SOIVI CES ae Wie ri caer, Pe cca Wee a Sern ese ads PR aed tae ace ene ae 
Vess Administrative and genetal. expenses . 2.2%. cee. 0 ese ee eee ee ee eT 
interest expense —— long-term aise. ke nts ghee ee mee oe Doe Selene iat eee 
261i ee ee en re ar. OS Tene KO cc mo yates Gi ons 
Petroleum@and mining exploration. 2.9% <s.e> © vac ers ae es eee ere eee 
Operating protit before the following. sc. .ccce gigas: -pive chee Cue S eee ee nea eee 
Depletion, depreciation and amortization «.. as. sas ets o-oo ene ee ee 
Petroleun and’ mineral ‘properties written’ Off st. cas gets] tee ieee a acy eee eee 
MANTTOTIEVETILET ESTs ctigcs <cacars cfs eecieapetes ede TONG dee, Wed arelcatt Sean. gee aenea tL Reeniaas hee een 
Deferred, income taxes (recovered) (note 7 \i. nh act an veu, seg Se eens i Ce ee eee bee 
Net earnings for the year, before equity accounting and extraordinary items.................. 
Equity accounting before extraordinary items 
Equity.in losses of effectively controlled companies (note: 2). 2.25. 22 sete eee ones ene 
Deferred income taxes resulting from equity accounting (note 7) .......... 0.0.20 ce eee eee 
Net earnings for the year, after equity accounting and before extraordinary items............. 


Extraordinary items 
Recovery of income taxes 


Netsettlement tron) damage andother-claims hearse cme ce eee ee ee ree 
Gain. on-disposal of marketable securities... Sia ¢-cem ac ete ee ee 
Gaine(loss) On-dispOsal, Of ImVveStrmensts evs coe esate ie mete ieee 
Gaineon disposalvof fixed “assets ves. 5 a. svaie cael cc bsg ee anemia meee cue re Ca anne nee ee 
Write-down: of Investments: os. Firg. s os SP, Behe yee me eee ere 
Equity in extraordinary losses of effectively controlled companies (note 2) ................. 
REIGGAtIONACOSISS AF oh esos Gree be om ts rome ence ee ee 
Net earnings tor the: year ccc +. <atae qi suet Ria ae oie re eeu ene ae, ee 
Earnings per share (note 6(b) ) 
Before equity accounting and’ extraordinary items <n aime ine ce eres eee ee 


Before extraordinary items 


After extraordinary items 


Ret ap, Keel Ie a, jw eo Ge. foie BMret ip. 'e) 1616. ey le: 6 (one eUMe ie 6° (6 .¢ ue lie’ 40 (a) foie lie a" Wien Sind Reeerae tot une Taine 


OR A at Rat Yee) ek TT a CR Ye RN Tee Ce tor ge Mert Om Okey CAO Sut A WG NEY chk on Cn Sos aS 


1974 1973 
$ $ 
restated (note 1) 
4,259,000 4,030,000 
12,783,000 9,694,000 
17,042,000 13,724,000 
SYA SOONG. 2,935,000 
3,821,000 2,556,000 
2,594,000 697,000 
215-000 
9,761,000 6,188,000 
1,080,000 738,000 
306,000 195,000 
764,000 529,000 
1,333,000 995,000 
3,483,000 2,457,000 
6,278,000 BOIS LOO’ 
868,000 709,000 
29,000 182,000 
10,000 
907,000 891,000 
Sy, 347 OOO 2,840,000 
527,000 (122-000) 
4 844,000 2,962,000 
202,000 292,000 
533/000 804,000 
735,000 1,096,000 
4,109,000 1,866,000 
12,000 
787,000 
161,000 PAEOOO 
(180,000) 40,000 
5,000 143,000 
(80,000) 
(94,000) (1,927,000) 
(22,000) (63,000) 
(210,000) (987,000) 
3,899,000 879,000 
71¢ 43¢ 
60¢ 27¢ 
57¢ 13¢ 


IECR CORPORATION LIMITED 


Consolidated Statement of Changes 
in Financial Position for the Year 
ended September 30, 1974 


Source of Funds 


Earnings after equity accounting and before extraordinary items..........+++5: 


Add items not affecting working capital: 


Depreciation, depletion and amortization 92.5) e ts eee eee 
Petroleum and mineral properties written off ..............00+e0000> 


Minority interest 


Total from operations before extraordinary items ..............eeee5: 


Extraordinary items affecting working capital: 


Gain*on; sale: of marketable securities a=... aces eee eee ee eee 
Proceeds on:saleé: of investments: .a006.: eae se ee 
Proceeds on disposal of property, plant and equipment .................. 
Netsettlement of damage and.other clalimsens..-eeei deer icine eee ener ee 
Recovery of income: taxes. acs se ence eee ae cls ee 


Mortgage, debenture and loans recoverable from effectively controlled company 


Term. bank, loans oso cic ok eters leirsot eterno Sec near Ce ee ene rr ea 
Long-term: debt se sericea aoe oocehes cant nas Pea eee eI LE aero 
Mineralsproperties;srights and deferred CostSum sea. .eckeeee eet cee ee eee 


Use of Funds 
Acquisition of Geophysical Engineering Limited 


Fixedtassetsarights:and Investmentsca cen sees ore oe eee ee 
Vong-term debts 414.85.0), Sie. carch oot he ee eee a 
Minorityinterest-in netiassets \ aan. con . ue cee sung nace ote) tee ce 


Neuse. otewerking capitalonsactuisitione ease nae ees |. ik ene eee 
Mineral. properties-rights and ideferredicosts] oe meet ree Seer eee 
Producing petroleumproperties” (22 <.20ctae et eee ee eee 
Non-proditcing petroleum properties tie. eve niece ise eee 
Plantand equipments... .. 2 ou ec -cecetele ee Peewee cee ener re ic mn nen en 
Investments in and advances to effectively controlled companies .............. 
Investments in and advances to related and other companies ................. 
Terni bank, (Gansigss. ites Se eat ais ceek Sete ee eee et i ne ee 
ReloGation COSIS 2. = one 5. «san isp teseue con worn eatayee gate Sokege aiehe Ree: cae. te ee a 


increase (Decrease) in Working Capital®™...... 2.7. .2 2 eee. ae ee ck ee 


Working Capital —-Beginning of: Yeats escarole 
Working. Capital — End of, Year: «035.3 os aes eee ce oe is ee 


Equity in losses of effectively controlled companies ..............055 
Deferred"income taxes @.;) cas scs tle eke eae se 


hile <6) feoje, 9 Nee) seas 


1974 1973 
$ $ 
restated (note 1) 
4,109,000 1,866,000 
868,000 709,000 
29,000 182,000 
10,000 
202,000 292,000 
1,060,000 682,000 
6,278,000 3,731,000 
161,000 21,000 
14,000 620,000 
13,000 179,000 
787,000 
12,000 
6,466,000 5,350,000 
1,411,000 
6,000,000 
8,000 
1,750,000 
15,635,000 5,350,000 
1,388,000 
(453,000) 
(148,000) 
787,000 
1,940,000 
181,000 51,000 
649,000 335,000 
2,112,000 194,000 
435,000 4,523,000 
3,024,000 1,310,000 
2,272,000 386,000 
22,000 63,000 
11,422,000 6,862,000 
4,213,000 (1,512,000) 
155,000 1,667,000 
4,368,000 155,000 
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TECK CORPORATION LIMITED 1974 1973 


$ $ 

restated 

Balance — Beginning of Year (note 1) 

Consolidated Statement of As previoushrenorted eu ta. acy d eden Seg oer Oe acs ab do cu uta ee Ree 12,131,000 8,052,000 

Retained Earnings for the Year Adjustment of prior year’s earnings arising on adoption of equity accounting 

ended September 30, 1974 — share of losses of effectively controlled companies (note 2) ............+ eee eee eees (2,955,000) (736,000) 
| == deferred Income taxés (ote 7). <.¥e. yes Reece oe, ee (1,848,000) (1,044,000) 

Adjustment of prior year’s earnings for costs subsequently capitalized as investments ....... 177,000 

AS HOST ated rae Leia s teat ncci eae! abe & Shale UBIO Bue g SMe heise es eee 7,328,000 6,449,000 

Netueannings: for thesyear 4-02. iaerdy acct aed Sena Rete okra elem vetes orc erst start ae eee 3,899,000 879,000 

Balance. ——Fmdaot Near. o5 5. aig nlebce tress «+ core Sav Papper cake OU te ee RR ole 11,227,000 7,328,000 
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Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of 
Teck Corporation Limited and its subsidiaries as at Sep- 
tember 30, 1974 and the consolidated statements of earn- 
ings, retained earnings and changes in financial position for 
the year then ended. Our examination included a general 
review of the accounting procedures and such tests of ac- 
counting records and other supporting evidence as we con- 
sidered necessary in the circumstances. 

In our opinion these consolidated financial statements 
present fairly the financial position of the companies as at 
September 30, 1974 and the results of their operations and 
the changes in their financial positions for the year then 


ended, in accordance with generally accepted accounting 
principles applied, after giving retroactive effect to the 
change to the equity method of accounting for investments 
in effectively controlled companies as explained in note 2 to 
the financial statements, on a basis consistent with that of the 
preceding year and, in our opinion, due provision has been 
made for minority interests. 


Aooporsd Kyhuad 


CHARTERED ACCOUNTANTS 


Vancouver, B.C. 
November 22, 1974 


TECK CORPORATION LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED SEPTEMBER 30, 1974 


il 


SIGNIFICANT ACCOUNTING POLICIES 
Equity accounting 


The company, as required by the Canadian Institute of Chartered Accountants, has at September 
30,1974, retroactively adopted the equity method of accounting for its investments in associated 
companies in which it has effective control. Accordingly, the comparative figures have been 
restated. Under this method, the company records its share of the earnings or losses of these 
companies. The excess of the cost of these investments over the related underlying equity in the 
net assets of the investee companies will be written off over the estimated life of those assets. 


Principles of consolidation 


The consolidated financial statements include the financial statements of the company and all of 
its subsidiary Companies which are: 


Lamaque Mining Company Limited, Geophysical Engineering Limited, Newfoundland Zinc 
Mines Limited, Cariboo-Bell Copper Mines Ltd., Pine Bell Mines Limited, Teck Resources 
(U.S.), Inc., Teck Resources (U.K.) Limited, Teck Corporation (B.C.) Limited, Burnaby Iron 
Mines Limited, Bartec Mining Company Limited, Beacon Mining Company Limited, Vil- 
lemaque Gold Mines Limited, Dighem Limited. 


The accounts of the company’s foreign subsidiaries have been converted into Canadian funds for 
consolidation with the company’s accounts. Current assets and liabilities have been converted at 
year-end rates, other assets (and related depreciation, depletion and amortization) at the rates 
prevailing at the date of acquisition. Amounts (other than depreciation, depletion and amortiza- 
tion) appearing in the consolidated statement of earnings have been converted at the average 
exchange rates for the year. 


On May 13, 1974, the company acquired 75% of the issued share capital of Geophysical 
Engineering Limited, a company providing technical services to the resource industry, for 
$1,038,000 cash. The remaining 25% of the outstanding shares were acquired by Copperfields 
Mining Corporation. The acquisition has been accounted for using the purchase method. The 
company’s consolidated statement of earnings includes the results of operations of Geophysical 
Engineering Limited and its consolidated subsidiary for the period from the date of acquisition 
to September 30, 1974. The assets acquired as a result of this share purchase had a value of 
$2,504,000 and the liabilities amounted to $1,318,000. The minority interest in the sharehol- 
ders’ equity amounted to $148,000. 


Property, plant and equipment 

(a) Petroleum properties, plant and equipment 
The practice of the company is to capitalize lease acquisition costs and drilling and 
development expenditures of producing wells. Depletion of such costs and depreciation of 
related production equipment are provided on a unit of production method based on 
estimated recoverable reserves of oil. Amortization of non-producing petroleum properties 
is a provision for future write-offs accrued at a rate of 8% per annum. Carrying charges on 
non-producing petroleum properties and petroleum exploration costs are charged against 
current earnings as incurred. 


(b) Mineral properties, rights, deferred costs, plant and equipment 


Mineral properties and rights are carried at cost to date, less amortization and do not 
necessarily represent present or future values. Mineral exploration costs are charged to 
earnings in the year in which they are incurred, except where these costs relate to indicated 
economically recoverable reserves, in which case they are deferred and will be amortized 
over the life of the orebody or written off if the project is abandoned. 


Plant and equipment are depreciated on a basis relating to production and ore reserves. 


Definition of funds 
The company considers working capital to be an appropriate definition of the word ‘‘funds” as 
used in the consolidated statement of changes in financial position. 


Py. 


INVESTMENTS IN AND ADVANCES TO EFFECTIVELY CONTROLLED COMPANIES 


In prior years, investments in companies other than subsidiaries were accounted for on the cost 
basis. Commencing September 30, 1974, the company retroactively adopted the equity method 
of accounting for investments in companies in which it owns from 20% to 50% and of which it 
deems itself to have effective control. Under this method the company records in earnings its 
share of the earnings or losses (rather than dividends received) of effectively controlled com- 
panies. This change has resulted in decreased net earnings of $829,000 in 1974 and $3,023,000 
in 1973. These decreases include the company’s share of equity in extraordinary losses of 
$94,000 — 1974 and $1,927,000 — 1973. In addition, the retained earnings at September 30, 
1972 previously reported as $8,229,000 has been decreased retroactively by $1 780,000. 


Investments in and advances to these companies are as follows: 


Shares Percentage 1974 1973 
ownership $ $ 
Afton) Minessl-te SNe R21) ie cere eee eae Be 12,019,000 12,019,000 
Brameda Resources lami tel ein. eat nner ae itn 47 14,000 145,000 
Highmont Mining Corporation Ltd. (N.P.L.) .......- jp. 2,488,000 2,488,000 
Iso Mines: efmited tgeess abv ries ee iter citer 50 4,601,000 4,249,000 
Pickle Crow Explorations Limited enc. esi. ie ieee 25 145,000 151,000 
Tionwest Resources (dl OG2) ult tINy bs les) meen, seen enenenes 20 761,000 672,000 
Carrying value on equity accounting basis ......... 20,028,000 19,724,000 
AdvahnGeseane niehtsi—— at GOSti ar rere een 4,223,000 5,839,000 
24,251,000 25,563,000 


The carrying value on the equity basis exceeds the company’s equity in the net assets of the 
investee companies by $15,361,000 — 1974 ($15,640,000 — 1973). This excess is included in 
the above totals and will be written off over the estimated life of the assets to which it relates. The 
company considers that its shares of effectively controlled companies are not temporary invest- 
ments and that the quoted market value of such shares, calculated at the same rate for both free 
and escrowed shares, totalling $8,555,000 at September 30, 1974, ($17,225,000 — 1973) does 
not necessarily represent their present or future value. Advances and rights are convertible to or 
will result in the receipt of shares of the companies subject to fulfillment of certain conditions. 


Certain of the aforementioned investments are pledged as security for the bank loans and the 
contingent liability with respect to the bank loan to Brameda Resources Limited (note 9). 


INVESTMENTS IN AND ADVANCES TO RELATED AND OTHER COMPANIES 


Investments in and advances to related and other companies are not temporary investments and 
include marketable shares at a cost of $4,604,000 — market $7,204,000 (1973 $4,327,000 — 
market $11,497,000). The remaining balance of $4,241,000 (1973 — $1,725,000) consists of 
non-marketable shares, advances and debentures. These amounts represent Costs to date and do 
not necessarily represent their present or future values. 


Certain of the aforementioned marketable shares have been pledged as security for the bank 
loans. 


TERM BANK LOANS 


Bank loans are secured by marketable securities and investments (notes 2 and 3). 


Term bank loans of $4,500,000 bear interest at the lending bank’s prime rate plus 1¥%% and are 
repayable as follows: 


$ 

December3 1.197 Sinc sh dorceey eee eee 400,000 
December:34.7 1976, 4..sscen evans, cts eee ce ae 500,000 
December 3:1 1977, <. cm wins atone ee 600,000 
Decembet3a 5.1978 .2ch a Ses ee ee eee 700,000 
Decembertsa in) 979... «.. 2s, Pasa eee ee eee 800,000 
Décémber3 11980... 3 aes ee ee ee 1,500,000 

4,500,000 
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The Eetenies of $1 500,000 of term loans, which bears interest at the lending bank’s prime rate 
plus 4%, represents interim financing which is to be replaced by long-term financing for the 
Newfoundland Zinc Project as described in note 10 (c). 


LONG-TERM DEBT 


Long-term debt consists of: 
1974 1973 
$ $ 
Mortgage loan payable, without interest, due 
December 31, 1976 or upon commencement of 
production from the mineral properties of 
Highmont Mining Corporation Ltd. (N.P.L.), 
whichever is earlier. Payment is secured 
by the company’s 25% interest in the 
ee bimronttnineral prOperues |... . 2. S.. 6 we ed one cc antes ss 2,500,000 2,500,000 
Notes payable, 6% non-negotiable, without 
fixed repayment terms, plus accrued 
interest of $105,000. Repayable by 
Dighem Limited, a subsidiary, out of net 
Pe TR TS NGS ih tae a 461,000 


2,961,000 2,500,000 


CAPITAL STOCK 


(a) The Class “A” shares carry the right to 100 votes per share and the Class “‘B”’ shares carry the 
right to 1 vote per share; in all other respects the Class ‘““A’’ and ’B’’ shares rank equally. 


(b) During the year, options were granted to officers and employees on 209,000 Class ‘’B’’ 
shares at $2.60 per share and all options previously issued and still outstanding were 
cancelled. The options are exercisable in varying annual amounts to October 1, 1979. The 
company has reserved an additional 6,000 shares for future options yet to be granted. 


The dilutive effect of these stock options has no significant effect on the earnings per share 
and has therefore been ignored. 


INCOME TAXES 


The company provides for deferred income taxes on those amounts deducted for income tax 
purposes before they are written off in the accounts. 

The adoption of equity accounting has given rise to deferred income taxes of $533,000 in 1974, 
$804 ,000 in 1973 and $1,044,000 relating to 1972 and prior years. These deferred taxes arise 
under the equity method of accounting as the cost of certain investments in effectively controlled 
companies, which are deductible for income tax purposes, will be amortized in the accounts 
over the life of the assets to which they relate. Under the cost method of accounting followed for 
investments in companies not effectively controlled, certain costs are deductible for income tax 
purposes; these costs are not amortized and deferred taxes do not arise. 


There are no current income taxes payable for 1974 since the company will utilize accumulated 
deferred and current exploration expenditures to eliminate income otherwise taxable. The 
balance of these exploration expenditures available for future years is approximately 


$1,500,000. 


DIRECTORS’ AND SENIOR OFFICERS’ REMUNERATION 
The company has twelve directors and ten officers, seven of whom are also directors. 


The aggregate remuneration paid or payable by the company during the year to its directors and 
officers amounted to $76,000 and $184,000 respectively. The amount paid by a subsidiary to 
directors and officers of the parent company amounted to $4,000 and $18,000 respectively. 
Remuneration to the directors and senior officers (as defined by the Ontario and British Columbia 
Securities Acts) amounted to $323,000. 
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9. CONTINGENT LIABILITIES 


(a) The company is contingently liable in the amount of $136,000 with respect to guarantee 
notes issued by a bank in connection with the company’s share of oil exploration commit- 
ments. 

(b) At September 30, 1974, the company is contingently liable in the amount of $2,321,000 as 
guarantor of a bank loan to Brameda Resources Limited. Certain securities have been 
pledged with respect to this guarantee (note 2). 


10. COMMITMENTS 


(a) Royalty 
The company’s producing mining property operated as the Silverfields Division at Cobalt, 
Ontario, is held under a lease expiring on July 4, 1982, the terms of which provide for a 10% 
royalty with a minimum annual payment of $5,000. 


(b) Niobec, Inc. 


The company has a 25% interest in Niobec, Inc., a company currently placing a columbium 
property into production in Quebec. The company sold its share of the columbium property 
to Niobec, Inc. in return for an 8% subordinate debenture of that company in the amount of 
$1,750,000. Financing agreements based on an estimated capita! cost of $18,400,000 
provide that the company and another shareholder will each provide $2,500,000 with the 
balance of the financing, amounting to $13,400,000, provided by outside parties. The 
company is liable, together with another shareholder, to provide any additional funds 
necessary to complete the project. To September 30, 1974, the company has advanced 
$946,000 towards its $2,500,000 commitment for which it will receive 8% subordinate 
debentures. 


(c) Newfoundland Zinc Project 


Under a proposed project agreement between the company, Amax Zinc (Newfoundland) 
Limited and Newfoundland Zinc Mines Limited, the company and Amax will be undertak- 
ing to bring the Newfoundland Zinc property to production. The company and Amax are 
now constructing the mine and plant facilities at an estimated cost of $18,000,000 and such 
assets will be owned 63% by the company and 37% by Amax. For these expenditures the 
company and Amax will earn respective interests of 47% and 28% in the Newfoundland 
Zinc mineral property and Newfoundland Zinc will retain a 25% interest. Mineral ores 
extracted from the property, related operating costs and working capital will be shared in the 
same ratio as the property holdings. To September 30, 1974, expenditures by the company 
on the project have amounted to $1,805,000 and are included with plant and equipment on 
the company’s balance sheet. 

Under a proposed financing agreement with a Canadian bank, the company will borrow 
$10,700,000 to finance its 63% share of the project. The loan will be secured by the 
company’s share of the Newfoundland Zinc project assets. The company and Amax will be 
severally liable to provide any additional funds necessary to complete the project. 


COMPARATIVE FIGURES (000) UEIES 
Pee es, | $ 
perating profit from petroleum operations ..........0.0.c cece cececccuccceevevevennes Sy ahey 
PSone proruironran ining Operations; aes A oiuo.. eee ance ..os ad ee 3,028 
BIS PCM SIT) ee Me Ee sae ade oss oe NWR Clee cnt ole ee) ccs eee 2,594 
Re eg SO COST art fe ick, Se Ota oe ee A A eee 1s 
PauaoaileCanpetnay Men’) cx has os occ gele ik. eae ke oe I ee a 
97 64 
pees JACministrative and weneral expensess . . css... tsar. ak ooc bia aleee. es odes 1,080 
PRehestexDOncOmema wy Mek MAM, Loh ee ean Shee eS Ee 1,070 
wate!) 
Operating profit before exploration and write-offs..........00000.0. Meee ccccccccceuues Zo 
MENS REUSE Gas bine llatey Squlllole Lien coe shes Scene ea ede AL i eee pp i Odie 13333 
6,278 
Peplelonsdenteciation and:almortizationmes sot oe: Ls sade Denker fmales aus cs eee ee 868 
Fetralertim-and mineral properties:writtensOff . 2... .00ss-04 + ovaec ne oaesammee cee as 29 
SU SCLC Fae tg 2 eg en ee A le te Ee Oe an Mn aes Sasi eo PY 10 
907 
532) 
Income taxes 
ORC ia rete ae ote eared Rae, eam arth: ie, eden na 2g oe ee a rd 2 tap eee <= 
BI CLOL CCC Mey tee eer Eos. ks he cee PRON EMEA D7 sa ote BY, eee le meee rs bets 0 a 527 
Da 
Net earnings for the year before equity accounting and extraordinary items .............. 4,844 
PCUUvalmOssessoiettectively controlled Companies e,ds mre: oe oeae~ hades 2st Geom cmneeay eee 202 
Deferred income taxes resulting from equity accounting ........ 0.0... cece eee eee eee 533 
13D 
Memenimiihiessomnie: vear, Defoe extlaGrdinary: EMS \.tiaccestee oe oa aed sae eee ee 4,109 
Extraordinary items 
Netcenlemeneiroundamnage and-otner GlalimS 2-04.25 cu kca ws 4 eet eens ken we a 
Nite CLOW OL II ViEStIMeENtS: ANG ADVANCES act, nee. caste steels vs: cPeere cue onan, <iicue uve ee one (80) 
MRCCOV EE VE OMNCOMIE TAXES. 228 et. Gocin «4.2. a 00 apoicgeee dente lade, soles 3 cle so a WOR aha see ae ~ 
Gaim oursalesoirmarketablesecurities +......as¢mernsemerseresrs ae Mec. a arnene ieee ee 161 
GeimMOMedisNOsalsor fIXEC ASSEtS Varese ras aaah aig nd <a auras epee cing eee: 5 
Gainloss Ol disposal-of investments... Pies ank: seat tee ee ae Aiea ae ee (180) 
Relaeationealic reorcantZatlOlye2ae ot. oot since eee tekero eeepc te, weir tae (22) 
Equity in extraordinary losses of effectively controlled companies ................--. (94) 
(210) 
RISiear ices (OMING.V Cals och -rigs a gaits cite age vane epee eto: feed SS she isch akeyate sie ier cs 3,899 
Earnings per share . 
Before equity accounting and extraordinary iteMs............... esse eee eee eee ee 71¢ 
BetOrese ACTING hyciteims. fet, a ts esos ore watmen rag ora ee as, oie yada ha» enon a mrere 60¢ 
PLE EE AON CIMT VA LET ISatean tet SS eet Si Me re oho MOI hla cele 6 oN att Roma emett tec cioed 57¢ 


NOTE: During 1974 the company adopted the equity method of accounting for its interest in affiliated 


Years Ended September 30, 


1973 
(restated) 


companies in which it has effective control and restated its 1973 figures to conform to this policy. The 1970 to 


1972 figures were recorded on an historical cost basis. 


1972 


1971 
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